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Price controls and welfare 
 
Assumption: 
Welfare = Sum of consumer surplus (CS) and of producer surplus (PS) 

 
1 Price ceiling (maximum price) 
 
11 Situation without a price ceiling 12 Situation with a price ceiling (PC) 
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 Efficient outcome  Inefficient outcome (deadweight loss) 

 Part of PS becomes CS (+). 
 
 

2 Price floor (minimum price) 
 
21 Situation without a price floor 22 Situation with a price floor (PF) 
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 Efficient outcome  Inefficient outcome (deadweight loss) 

 Part of CS becomes PS (+). 
 


